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Rideshare companies Uber and Lyft are fac-
ing predictable complaints as they con-
tinue to grow. Many of these complaints 
concern safety, with some in the taxi 
industry claiming that ridesharing is less 

safe than taking a traditional taxicab.
Ridesharing safety worries relate to the well-being of 

drivers, passengers, and third parties. In each of these 
cases there is little evidence that the sharing economy 
services are more dangerous than traditional taxis. In 
fact, the ridesharing business model offers big safety 
advantages as far as drivers are concerned. In particular, 
ridesharing’s cash-free transactions and self-identified 
customers substantially mitigate one of the worst risks 
associated with traditional taxis: the risk of violent 
crime. 

An analysis of the safety regulations governing vehicles 
for hire does not suggest that ridesharing companies 
ought to be more strictly regulated. It does highlight, 
however, that in many parts of the country lawmakers 
and regulators have not adequately adapted to the rise of 
ridesharing, which fits awkwardly into existing regulatory 
frameworks governing taxis. 

There will be many real and substantive issues to sort 
out as the rideshare industry continues to develop. In 
particular, heavily regulated taxi drivers have a valid point 
when they complain that they have to compete on an 
unlevel playing field with less regulated rideshare compa-
nies. But the appropriate response to this problem is to 
rationalize and modernize the outdated and heavy-handed 
restrictions on taxis—not to extend those restrictions to 
ridesharing. 
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“In the United 
States cease 
and desist 
orders have 
been issued 
to Uber and 
Lyft, which 
have faced 
pressure to 
conform to 
regulations 
designed for 
taxis.”

INTRODUCTION

The rise of the so-called “sharing economy,” 
in which customers and service providers inter-
act in a peer-to-peer marketplace facilitated by 
the Internet, has been accompanied by predict-
able complaints both in the United States and 
abroad. While the sharing economy has proven 
popular in a variety of fields such as transporta-
tion, accommodation, and cuisine, it remains 
hampered in many jurisdictions across the 
world by outdated regulations and political op-
position from established competitors.  

In the case of sharing economy companies 
Uber and Lyft,1 both of which offer ridesharing 
services via their smartphone apps, taxi com-
panies have taken steps to block their growth, 
while some legislators and regulators have at-
tempted to craft new rules aimed at regulating 
ridesharing. In the United States cease and de-
sist orders have been issued to Uber and Lyft, 
which have faced pressure to conform to regu-
lations designed for taxis. The two companies 
have also both been the subjects of protests 
held by taxi drivers, who claim that Uber and 
Lyft are unfairly flouting existing regulations. 

While companies like Lyft, Uber, and other 
players in the sharing economy have been fac-
ing resistance, some investors have indicated 
that they believe these innovators are here to 
stay. Uber, for example, has enjoyed a multi-
billion dollar valuation since June 2014.2

However, critics claim that rideshare com-
panies, by ignoring existing regulations, enjoy 
an unfair competitive advantage over their 
regulated competitors in the taxi industry. 
Furthermore, they argue that the absence of 
effective ridesharing regulation threatens not 
only competitors but consumers as well.

In particular, they claim that peer-to-peer 
ridesharing is less safe than traditional taxi 
service. “All of these components—primary 
commercial auto liability insurance coverage, 
criminal background checks that involve the 
use of fingerprinting and are conducted by 
public entities, vehicle inspections that make 
certain that the vehicle is held to a certain 
standard, drug testing—cost money, and they 

cost somewhere between 35% and 40% of all 
of a typical taxi company’s operating costs,” 
says Dave Sutton, spokesperson for Who’s 
Driving You?, a national anti-ridesharing cam-
paign backed by the taxi industry. “These com-
panies are skirting all of these costs, and it’s 
how they’re able to provide cheaper service. 
People love cheaper service, but it comes at an 
absolute cost and risk to the community.”3

These claims about the safety of rideshar-
ing relate to the well-being of both drivers and 
passengers, as well as third parties who might 
suffer personal injury or property damage in 
accidents involving ridesharing vehicles. In all 
of these cases, however, there is little evidence 
that the sharing economy services are more 
dangerous than traditional taxis. Indeed, the 
ridesharing business model offers big safety 
advantages as far as drivers are concerned. 
That said, there are legitimate concerns about 
how ridesharing is insured, which will need to 
be sorted out as the new industry continues to 
develop. Overall, however, concerns about the 
safety risks of ridesharing are overblown—not 
terribly surprising, as they are being trumpet-
ed most loudly by industry groups with a big 
financial stake in maintaining the heavily regu-
lated status quo.

SAFETY FOR DRIVERS

Uber (originally called UberCab) launched 
in San Francisco in 2010. Its original black car 
service uses professional drivers with chauf-
feur’s licenses and commercial liability insur-
ance. In 2012 the company introduced a new 
peer-to-peer ridesharing service, UberX, which 
allows any car owner who passes Uber’s back-
ground checks to use Uber’s app to pick up 
passengers. As of September 2014 the company 
operated in over 200 different cities in 45 coun-
tries around the world. 

Lyft introduced its peer-to-peer rideshar-
ing service in 2012 and currently operates in 
more than 65 U.S. cities. Cars offering rides 
through Lyft can often be identified by a furry 
pink mustache on the front grill, which Lyft 
drivers are encouraged to attach. 
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“Uber and  
Lyft rides,  
by contrast, 
are notable 
for two  
reasons:  
no cash ever 
changes 
hands, and 
passengers  
are not anony-
mous.”

Any discussion of the relative safety of ride-
sharing versus traditional taxis should begin 
with the drivers, who historically have borne 
the greatest safety risks associated with rides 
for hire. In particular, taxi drivers face an un-
usually high risk of being victimized by crime. 
According to data from the Census of Fatal 
Occupational Injuries gathered by the Bureau 
of Labor Statistics (BLS), the occupational fa-
tal injury rate (which includes homicides) of 
taxi drivers and chauffeurs ranged from 14.7 
per 100,000 to 19.7 per 100,000 between 
2006 and 2012—many times higher than the 
rate of all workers (see Figure 1).4 

The BLS’s Census of Fatal Occupational 
Injuries shows that homicides make up a sig-
nificant portion of total work-related taxi ser-
vice deaths (See Figure 2). Between 2003 and 
2012 homicides accounted for between 56 per-
cent (in 2005) and 80 percent (in 2003) of all 
work-related deaths in the taxi industry.5 Taxi 
drivers also face an unusually high risk of non-
fatal violent assaults.

Why are taxi drivers so vulnerable? First, 
they often carry cash, which criminologist 

Marcus Felson has called “the mother’s milk 
of crime.”6 Second, their job consists of giv-
ing rides to anonymous strangers: “picking up 
hitchhikers” is how James Szekely, director of 
the International Taxi Driver’s Safety Council, 
describes driving a cab.7 It is therefore unsur-
prising that taxis make such inviting targets 
for robberies. 

Uber and Lyft rides, by contrast, are no-
table for two reasons: no cash ever changes 
hands, and passengers are not anonymous. 
These important differences remove major in-
centives for violent assaults and furthermore 
ensure that any Uber or Lyft passenger who 
commits a crime during a ride will be easier to 
apprehend.  

When a customer opens an Uber or Lyft 
account, she enters her credit card informa-
tion and the credit card details are linked to 
the customer’s account. Uber and Lyft trans-
actions are made automatically at the end of 
trips; no cash is needed to pay fares. 

The introduction of electronic payment 
mechanisms has a proven track record of re-
ducing crime. In a March 2014 working pa-
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Figure 1
Taxi Driver and Chauffeur Fatal Occupational Injury Rate vs. Total Fatal 
Occupational Injury Rate

Source: Census of Fatal Occupational Injuries, Bureau of Labor Statistics.
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“Experiences  
such as Nuzzi’s  
highlight 
the fact that 
Uber’s  
platform can 
allow for  
drivers to 
exhibit  
unacceptable 
and disturbing 
behavior.”

per for the National Bureau of Economic 
Research, researchers examined the effect 
of delivering welfare payments via debit card 
instead of paper checks in Missouri as part 
of the Electronic Benefit Transfer (EBT) pro-
gram. The pilot programs began in mid 1997. 
According to the researchers’ estimates “the 
overall crime rate decreased by 9.8 percent in 
response to the EBT.”8 

It is increasingly common for taxis to ac-
cept credit cards, and it can be reasonably as-
sumed that if this trend continues the number 
of taxi drivers who are the victims of violent 
crime will decrease. However, even if it were 
the case that every taxi accepted credit cards, 
the drivers would still not have the significant 
safety advantage Uber and Lyft drivers enjoy 
knowing the identity of their passengers. 

PASSENGERS’ PRIVACY CONCERNS

While it is the case that rideshare drivers 
enjoy an advantage over taxi drivers in know-
ing some of their passengers’ personal infor-
mation, this feature has raised privacy con-
cerns. In March 2014 Olivia Nuzzi, a reporter 
for The Daily Beast, wrote that at the end of an 

Uber ride the driver showed her a photo he 
had taken of her before the ride began.9 This 
driver emailed Nuzzi and The Daily Beast after 
Uber deactivated him. Nuzzi also reported 
that another Uber driver in New York City 
had contacted one of her friends via Face-
book.10 The driver asked the friend whether 
Nuzzi was single. Uber representatives have 
claimed that its drivers are required to record 
passengers’ first and last names on a trip re-
cord in order to comply with New York City’s 
Taxi and Limousine Commission (TLC) regu-
lations.11 However, the TLC denies that such 
personal information has ever been required 
when reporting trip data.12 

Experiences such as Nuzzi’s highlight the 
fact that Uber’s platform can allow for drivers 
to exhibit unacceptable and disturbing behav-
ior. However, Uber and Lyft passengers rate 
drivers at the end of trips, which allows for 
quick feedback from customers. The ability 
rideshare passengers have to report a driver’s 
behavior quickly via a rating system (as Nuzzi 
did) is an improvement over many of the pro-
cesses in place for reporting bad taxi drivers. 

Privacy worries relating to Uber concern 
not only the company allowing drivers to ac-
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“The operative  
question is: 
Are Uber and 
Lyft taking 
proper  
precautions to 
protect their 
passengers’ 
safety?”

cess the names of passengers, but also its 
tracking of users’ locations. In September 
2014 venture capitalist Peter Sims wrote about 
how someone he barely knew was able to track 
his location while he was in an Uber SUV in 
New York City by looking at a screen that was 
on display at Uber’s Chicago launch party.13 
The screen showed the real-time locations of 
New York City “known people” using Uber. 

In November 2014 Uber announced that 
it was investigating Josh Mohrer, an Uber 
New York executive, after he reportedly told 
a BuzzFeed reporter that he had been “track-
ing” her during her Uber ride to Uber’s New 
York headquarters.14 The reporter never gave 
Mohrer permission to track her location. 
Uber claimed that Mohrer’s use of its “God 
View” tool, which allows corporate employees 
to view the location of Uber vehicles and those 
requesting rides, was in violation of Uber’s pri-
vacy policy.15 In the wake of this news, Uber 
announced that it would be improving its pri-
vacy policy with help from the law firm Hogan 
Lovells.16 Uber also disciplined Mohrer fol-
lowing its investigation.17 

News of how Uber and some Uber drivers 
use passengers’ data has been unsettling. That 
Uber is working on improving its privacy pol-
icy is a welcome development, but it remains 
to be seen whether the company will learn 
from its past mistakes and implement changes 
that will adequately address legitimate privacy 
concerns. What is clear is that Uber, like other 
rideshare companies, has an enormous finan-
cial incentive to do the right thing. Unlike 
traditional taxi companies that often enjoy a 
legally protected monopoly, rideshare compa-
nies face plenty of competition. Accordingly, 
if they don’t meet their customers’ reasonable 
expectations of privacy, they will pay for their 
failure in the marketplace.

SCREENING DRIVERS

Rideshare drivers can pose other risks to 
passengers besides violating their privacy 
and stalking them. They can be rude or even 
violent, and they can be dangerous behind the 

wheel. Indeed, with Uber and Lyft’s growing 
popularity has come a steady trickle of reports 
of their drivers behaving badly. Are ridesharing 
passengers taking their lives into their hands 
with poorly vetted and potentially dangerous 
drivers?

In July 2014 a man accused an Uber driver 
in Washington, D.C., of kidnapping him and 
his colleagues and speeding away from a taxi 
inspector before coming to a stop on an exit 
ramp. Uber deactivated the driver.18

In June 2014 an UberX driver in San Fran-
cisco who already had a drug-related charge 
and conviction was charged with two misde-
meanor battery counts after allegedly assault-
ing a passenger in November 2013. One of the 
battery counts was related to a fight with an 
UberX passenger. Uber deactivated the driver, 
and an Uber spokesman said that the company 
would leave the matter to the criminal justice 
system.19

In January 2014 footage emerged of what 
appears to be a Lyft driver in San Francisco 
punching a pedestrian in November 2013.20 
The driver claimed that he was not working 
for Lyft at the time of the incident. Similarly, 
after an UberX driver hit and killed a 6-year-
old girl in San Francisco on New Year’s Eve 
in 2014, his attorneys claimed that he was be-
tween fares at the time of the incident.21 Uber 
likewise claimed that he was not working for 
Uber at the time of the accident.22 

It is inevitable that, among a large and grow-
ing group of rideshare drivers, some of them 
will turn out to be bad apples. Traditional taxi 
drivers sometimes have run-ins with the law 
as well. The operative question is: Are Uber 
and Lyft taking proper precautions to protect 
their passengers’ safety? Are they screening 
their drivers adequately? 

Uber requires that an applicant driver have 
none of the following on his or her record over 
the past seven years: hit and runs, fatal acci-
dents, reckless driving, violent crimes, sexual 
offenses, gun-related violations, resisting or 
evading arrest, driving without insurance, or 
“DUI or other drug-related violations or se-
vere infractions.”23 
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“Uber’s and  
Lyft’s  
background 
check  
requirements  
are stricter 
than the 
screening 
requirements 
for many 
American taxi 
drivers.”

Lyft requires that no driver have a DUI or 
drug-related violation or an “extreme” infrac-
tion (such as a hit and run or felony) on record 
in the past seven years.24 Lyft also requires 
that applicants have no more than three mov-
ing violations and no major violations (driving 
on a suspended license, driving 21+ mph over 
the speed limit) in the past three years. Any 
applicant with a record of violent crimes, felo-
nies, sexual offenses, theft, property damage, 
or drug-related offenses in the past seven years 
of address history is prohibited from being a 
Lyft driver.25

These requirements are often more strict 
than those imposed on taxi drivers in some of 
America’s most populous cities. 

In Chicago a successful chauffeur  license 
applicant cannot have been found guilty of a 
“forcible felony”26 or have been discharged 
for serving a sentence imposed for a “forcible 
felony” for five years before the application.27 
Nor can the applicant have been on parole or 
under another noncustodial supervision re-
lated to a forcible felony within five years. The 
five-year requirement applies not only to forc-
ible felonies but also to a range of other crimes 
including sexual abuse and drunk driving.28

Taxi cab driver applicants in Philadelphia 
cannot have been convicted of a felony in the 
five years prior to the application.29 In San 
Jose, the chief of police or the Appeals Hear-
ing Board may reject a taxicab driver permit 
applicant who within five years of the applica-
tion has committed an act of violence, dishon-
esty, or fraud.30

San Diego regulations state a for-hire driv-
er’s identification card shall not be issued to 
anyone who has been released from prison af-
ter serving time for a violent crime or theft in 
the five years before the application.31  

Thus, Uber’s and Lyft’s background check 
requirements are stricter than the screening 
requirements for many American taxi drivers. 
It is the national norm for there to be a five-
year window for felonies in the taxi industry.32

When it comes to driving while intoxicat-
ed, Uber and Lyft are also stricter than their 
traditional competitors in some of America’s 

most populous cities. Here again, both Uber 
and Lyft look at the past seven years in screen-
ing rideshare driver applicants for DUI con-
victions. Any convictions during that period 
are disqualifying.

According to the Philadelphia Parking Au-
thority, “A [taxi and limousine] Driver’s Cer-
tificate shall not be issued to an individual who 
has been convicted of DUI within the past 
three (3) years.”33 San Diego regulations state 
that a for-hire vehicle driver’s identification 
card will not be issued to any applicant who 
was convicted of drunk driving five years be-
fore the processing of the application.34 

The Dallas City Code states that a taxi 
driver’s license will not be issued to an appli-
cant “convicted of, or discharged by probation 
or deferred adjudication for, driving while in-
toxicated” within the past 12 months or more 
than once in the past five years.35

San Jose’s Municipal Code states that the 
chief of police or the Appeals Hearing Board 
may reject a taxicab driver’s permit applica-
tion if the applicant “has been convicted of 
reckless driving or driving under the influence 
of any drug or intoxicating liquor, regardless of 
whether the incident resulted in bodily injury 
or death” in the five years before the applica-
tion.36

In Los Angeles, a taxi driver permit appli-
cant not considered a previously permitted 
driver cannot obtain a permit “if her last three 
to five years Department of Motor Vehicles 
printout indicates” she has a conviction of 
driving under the influence of alcohol or drugs 
(not resulting in injury) in the five years prior 
to the application.37 

Uber and Lyft’s stated criteria regarding 
applicant drivers’ backgrounds thus compare 
favorably with the standards applied to taxi 
drivers in some of the country’s biggest cities. 
But do Uber and Lyft really follow through 
in applying these criteria effectively? After 
all, both rideshare companies allow would-be 
drivers to apply to use their service remotely 
and do not conduct fingerprint scans. By con-
trast, fingerprint scans are employed in back-
ground checks on taxi driver applicants in cit-
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“The FBI  
fingerprint 
check allows 
for otherwise 
qualified  
driver  
applicants to 
be potentially 
unfairly  
declined  
because of 
flaws in the 
FBI’s record 
keeping.”

ies such as New York , Los Angeles, Chicago, 
and San Jose. Some have argued that Uber 
and Lyft’s failure to conduct fingerprint scans 
means that their background checks are not 
as rigorous as those carried out by many taxi 
companies. 

Uber and Lyft employ two outside firms—
Hirease and SterlingBackcheck, respective-
ly—to conduct background checks on their 
driver applicants. These firms look through 
publically available records (such as county 
court documents) and sex offender registries 
to gather information on a rideshare appli-
cant. Uber and Lyft’s decisions on allowing 
drivers to use their services are based on the 
information provided by Hirease and Ster-
lingBackcheck. 

In February 2014 Uber announced that 
it was expanding its background check re-
quirements to include not only a Multi-State 
Criminal Database check but also federal and 
county checks in order to pick up on county 
data not reported to the Multi-State Criminal 
Database. 

SterlingBackcheck examines data from 
arresting agencies and other sources, such as 
Departments of Corrections and the Admin-
istrative Office of the United States Courts, 
which have made information available to 
consumer reporting agencies. SterlingBack-
check also checks a Lyft driver applicant’s 
record based on the address history for the 
last seven years using both federal court and 
county court data. This means that the search 
may go back well in excess of seven years if the 
applicant lived at the first address a long time. 

Some have faulted Uber and Lyft for not 
including fingerprint scans as part of their 
background checks. However, fingerprint da-
tabases do not contain a full case history of the 
individual being investigated, and in some in-
stances an FBI fingerprint check may unfairly 
prevent a qualified taxicab driver applicant 
from being approved. The FBI fingerprint da-
tabase relies on reporting from police depart-
ments, and other local sources, as well as other 
federal departments and is not a complete col-
lection of fingerprints in the United States. 

Critics of the FBI fingerprint database 
point to its incomplete or inaccurate informa-
tion. In July 2013 the National Employment 
Law Project (NELP) released a study on the 
FBI’s employment background checks and 
found that “FBI records are routinely flawed.” 
Also, while law enforcement agencies are dili-
gent when it comes to adding fingerprint data 
of arrested or detained persons to the federal 
data, they are “far less vigilant about submit-
ting the follow-up information on the disposi-
tion or final outcome of the arrest.” 

This lack of vigilance is significant be-
cause, as the NELP study goes on to point 
out, “About one-third of felony arrests never 
lead to a conviction. Furthermore, of those 
initially charged with a felony offense and later 
convicted, nearly 30 percent were convicted of 
a different offense than the one for which they 
were originally charged, often a lesser misde-
meanor conviction. In addition to cases where 
individuals are initially overcharged and later 
convicted of lesser offenses, other cases are 
overturned on appeal, expunged, or otherwise 
resolved in favor of the worker without ever 
being reflected on the FBI rap sheet.”38

A case could be made that it is worth hav-
ing Uber, Lyft, and taxi companies rely on an 
overly cautious background screening process 
which does not accurately reflect dropped 
charges or convictions of lesser offenses.  
However, both rideshare companies and taxi 
companies ought to use a background check 
system that allows for qualified and safe driv-
ers to work. The FBI fingerprint check allows 
for otherwise qualified driver applicants to be 
potentially unfairly declined because of flaws 
in the FBI’s record keeping. 

Indeed, lawmakers and regulators who 
have written rideshare regulations have dem-
onstrated that they do not think fingerprints 
should be necessary for rideshare background 
checks. Colorado’s SB 125, the first piece of 
statewide legislation to recognize the legality 
of ridesharing, does not require Lyft and Uber 
rideshare driver applicants to submit finger-
prints as part of the background check.39 Nor 
do the regulations governing ridesharing driv-
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“Uber and 
Lyft’s current 
reliance on 
other records 
for vetting 
their driver 
applicants 
seems defen-
sible.”

er background checks in California require 
that applicants submit fingerprints. Instead, 
the California regulations require a back-
ground check “based on the applicant’s name 
and social security number.”40 

It is understandable that both Uber and 
Lyft would oppose mandatory fingerprint 
checks because such a requirement would 
make their driver sign-up process considerably 
more burdensome. However, if future legisla-
tion related to ridesharing does impose a fin-
gerprint requirement for background checks, 
it would not be surprising if Uber and Lyft 
accepted the requirement as a long-term com-
promise. Nevertheless, given the problems 
with the FBI’s fingerprint database, Uber and 
Lyft’s current reliance on other records for vet-
ting their driver applicants seems defensible. 

Uber and Lyft both have criteria for back-
ground checks that are stricter than the re-
quirements for taxi driver applicants in many 
American jurisdictions. It cannot be reasonably 
claimed that an UberX or Lyft driver who has 
been cleared through a thorough background 
check is more of a danger to passengers than a 
taxi driver in most of America’s most populous 
cities. 

VEHICLE INSPECTIONS

Bad drivers are not the only source of safety 
risk for ridesharing passengers and innocent 
third parties. Old, poorly maintained vehicles 
can also pose dangers. Critics of ridesharing 
argue that Uber’s and Lyft’s cars are not sub-
ject to the same rigorous safety inspections as 
conventional taxis—and, therefore, that they 
are less safe. 

It is true that frequent taxicab safety inspec-
tions are commonplace in big cities. In Los 
Angeles, regulations state that taxis must be 
inspected by the Los Angeles Department of 
Transportation on an annual basis.41 In New 
York City, yellow taxis must be inspected three 
times a year, boro taxis twice a year, and black 
cars, limos, and liveries once a year.42 In Phila-
delphia, regulations require taxis to be inspect-
ed twice a year.43 When a Chicago taxicab is 

inspected depends on the age of the vehicle. If a 
Chicago taxi is less than two years old it must be 
inspected annually, while older taxis must be in-
spected semiannually.44 Washington, D.C., taxi-
cabs are, like Chicago cabs older than 2 years, 
subject to semiannual inspections.45 San Jose 
and San Diego taxis are inspected annually.46

Taxis in some of America’s most populous 
cities are thus inspected far more often than 
many personal cars. According to the Ameri-
can Automobile Association, only 17 U.S. states 
require that private vehicles undergo a peri-
odic safety inspection.47 Among those states 
that do not require periodic safety inspections 
are some of the most populous ones, including 
California, Florida, New Jersey, and Ohio. 

Uber, for its part, does not require regular 
vehicle inspections (that is, in addition to any 
inspections that may be mandatory for all ve-
hicles in a given state). However, Uber does 
review photos of vehicles before a rideshare 
driver applicant is approved.48 Moreover, Uber 
requires that all cars using its app be 2004 
model year or newer.49 Lyft does require that a 
driver applicant’s car undergo an in-person in-
spection before she can use the app to pick up 
passengers. In addition, Lyft requires its cars to 
be no older than the 2000 model year.50 

Uber and Lyft may rely less on periodic, cen-
tralized inspection systems than some of their 
competitors in the taxi industry, but they make 
more intensive use of continuous, decentral-
ized inspections—by their passengers. Uber 
and Lyft enable and encourage passengers to 
rate their drivers and their vehicles after every 
ride. Complaints about substandard vehicles 
can result in a driver being discontinued.

Does the failure of Uber and Lyft to require 
regular inspections of all their vehicles consti-
tute a significant lapse in safety standards? The 
available evidence says no. Although periodic 
safety inspections, like chicken soup, can’t 
hurt, there is little evidence that they help 
either. The findings of studies over the years 
have been mixed, but more recent academic 
studies conclude that state inspection pro-
grams do not result in measurable improve-
ments in road safety. For example, Marc Poi-



9

“The  
problem  
is that  
peer-to-peer 
ridesharing 
occupies a  
no-man’s-land  
that falls  
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domains of 
personal and 
commercial 
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tras of the University of Dayton and Daniel 
Sutter of Troy University, coauthors of a 2002 
paper, found that their results “lend support 
to existing studies that find inspection ineffec-
tive in reducing roadway casualties.”51  

It is worth noting in this regard that the 
clear policy trend in recent years has been to 
move away from mandatory periodic safety in-
spections for private vehicles. Back in 1975, 31 
states and the District of Columbia required 
regular inspections; now only 17 states do.52 
The District scrapped regular mandatory in-
spections in 2009, a move that reportedly 
saved the nation’s capital $400,000 a year. 
The D.C. city council stated that there was 
no data suggesting that the inspections saved 
lives.53

Notwithstanding the above, both the new 
Colorado statute and California regulations 
now require annual inspections for rideshar-
ing vehicles. As other states adopt their own 
laws and rules pertaining to ridesharing, they 
may well follow Colorado and California’s ex-
ample and impose similar requirements. Uber 
and Lyft have been content to acquiesce in 
such mandates in exchange for rules that rec-
ognize the basic legality of ridesharing. From 
their perspective, the added cost may well be 
worth paying. From the perspective of public 
safety, however, little will be gained if regular 
mandatory inspections of ridesharing vehicles 
become the nationwide norm.

INSURANCE

One of the most commonly raised safety 
concerns about ridesharing relates to insurance. 
The problem is that peer-to-peer ridesharing 
occupies a no-man’s-land that falls between the 
traditionally distinct domains of personal and 
commercial insurance. Full-time professional 
drivers are generally covered by commercial 
insurance for any accidents that occur while 
driving on company business. The rest of us, 
meanwhile, obtain policies to cover the risks 
that attend our own “amateur” driving. 

Rideshare drivers do not fit comfortably 
into this traditional framework. Many ride-

share drivers provide rides on a part-time basis 
and do not have commercial insurance—which 
typically is much more expensive than per-
sonal liability policies.54 The drivers’ personal 
policies, however, by and large expressly ex-
clude from coverage any injuries or damage 
caused when a driver is carrying passengers for 
a fee. This state of affairs raises the troubling 
possibility that the new ridesharing industry 
is imposing risks—on drivers, passengers, and 
third parties—that are not adequately insured.

Lurking behind these concerns about in-
surance are unresolved legal questions about 
who exactly is liable when a ridesharing vehi-
cle is involved in an accident. Uber and Lyft, 
for their part, have staked out legal positions 
denying liability for accidents that occur in the 
use of their services. They argue that, like dat-
ing sites, they are merely facilitating matches 
between drivers and passengers and thus they 
bear no legal responsibility for injuries or 
property damage caused by drivers. It remains 
to be seen whether or to what extent this de-
nial of liability will hold up in court. Indeed, 
the assignment of liability may shift over the 
course of a rideshare driver’s day. When the 
Uber or Lyft app is turned off, it seems clear 
enough that the driver is not engaged in pro-
viding transportation services and thus that 
rideshare companies should bear no respon-
sibility in the event of an accident. When the 
driver is actually carrying passengers, the case 
is strongest that rideshare companies are li-
able. But what about when the app is turned 
on but the driver has not yet accepted a ride 
request from a new passenger? Is the driver en-
gaged in commercial activity at that point or 
not? Who should be liable for accidents that 
occur in those circumstances?

For the time being at least, Uber and Lyft 
have resolved these difficulties by purchasing 
insurance to cover accidents involving their 
drivers. From the time a driver accepts a re-
quest for a car until that passenger is dropped 
off, both companies now offer $1 million 
worth of primary coverage for death, injury, 
and damages when the rideshare driver is at 
fault. They also offer $1 million in coverage for 
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death, injury, and damages suffered by either 
rideshare drivers or passengers when the other 
party is at fault and is either uninsured or lacks 
adequate coverage. In addition, provided the 
driver maintains personal comprehensive and 
collision insurance, the companies provide 
contingent comprehensive and collision insur-
ance to cover damage to the driver’s vehicle 
up to $50,000. For Uber this coverage comes 
with a $1,000 deductible, while for Lyft the 
deductible is $2,500.55

Uber and Lyft also provide limited cover-
age when a driver has the app turned on but 
has not yet accepted a fare. Specifically, both 
of the companies’ policies provide contingent 
coverage for death and injury up to $50,000 
per person and $100,000 per accident, and up 
to $25,000 for physical damage. This coverage 
applies only if the driver’s personal auto insur-
ance policy doesn’t provide coverage.

The insurance coverage provided by Uber 
and Lyft compares favorably with insurance 
requirements for taxis in major cities. In New 
York City and Los Angeles, for example, taxis 
are required to carry driver liability insurance 
that covers up to $100,000 per individual or 
$300,000 per incident—well below the $1 mil-
lion per incident cap that applies to Uber and 
Lyft vehicles. In Washington, D.C., taxi driver 
liability only has to be covered up to $25,000 
per individual and $50,000 per incident.56 
Philadelphia’s taxis are only required to carry 
$35,000 in liability insurance.57 In Chicago, 
the taxi driver liability insurance coverage has 
to be covered up to a combined single limit of 
$350,000 per incident.58 Another city with 
a combined single limit is San Diego, which 
requires “not less than $1,000,000 per occur-
rence, combined single limit for bodily injury 
and property damage.”59 

Uber’s and Lyft’s current policies are also 
generally consistent with new regulatory re-
quirements imposed by recent state-level 
legislation. This year Colorado and Califor-
nia passed legislation relating to ridesharing 
insurance. Both Colorado’s SB 125 and Cali-
fornia’s AB 2293 set different requirements 
for (1) the period when a driver’s app is turned 

on but no ride request has been accepted and 
(2) the period between when a ride request is 
accepted and the passenger is discharged. For 
the latter period, the states require $1 million 
in primary coverage for driver liability, just as 
Uber’s and Lyft’s policies currently provide. 
For the former period, the states require cov-
erage of $50,000 for death and injury per in-
dividual, $100,000 for death and injury per 
incident, and $30,000 for property damage. 
These requirements match Uber’s and Lyft’s 
current policies except that (1) the laws re-
quire primary coverage for the period when a 
driver has a rideshare app open but does not 
have a passenger in the car, whereas Uber and 
Lyft for now offer contingent coverage that 
kicks in only if the driver’s personal policy fails 
to apply60 and (2) the laws require $30,000 in 
coverage for property damage, as opposed to 
the $25,000 in coverage now supplied under 
Uber and Lyft’s policies. The laws’ require-
ments go into effect on January 15, 2015, in the 
case of Colorado and on July 1, 2015 for Cali-
fornia.61 

Although Uber and Lyft have now largely 
resolved the issue of adequate insurance for 
risks associated with ridesharing, it is entirely 
possible that the insurance industry will even-
tually develop new products that supplement 
drivers’ personal auto policies with coverage 
for ridesharing activities. Along these lines, 
Lyft announced in May 2014 that it was collab-
orating with MetLife Auto & Home to come 
up with individual policies for its drivers. Of 
course, given that the insurance industry is 
among the most heavily regulated in the coun-
try, it would not be surprising if considerable 
time elapses before new insurance products 
hit the market. And it could turn out that it 
is more efficient for rideshare companies like 
Uber and Lyft to continue purchasing insur-
ance as at present than for drivers to insure 
themselves for their ridesharing activities. 

CONCLUSION

The rapid growth of ridesharing provided 
by Uber, Lyft, and other companies dem-
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onstrates that consumers are far from fully 
satisfied with existing taxi service. The heav-
ily regulated taxi industry, frequently subject 
to onerous restrictions and simultaneously 
shielded from competition, all too often pro-
vides shoddy and unreliable service at inflated 
prices. So it is more than a little ironic when 
that industry and its supporters attack ride-
sharing in the name of concern for consumer 
safety and welfare. But it should not come as 
a surprise, as government restrictions on who 
can legally provide a given service are usually 
justified in the name of consumer protection— 
even though such justifications are frequently 
threadbare, and the real effect of such regula-
tions is to protect incumbent producers rather 
than consumers.62

Nevertheless, the emergence of a new in-
dustry that puts people into strangers’ cars 
does give rise to legitimate safety concerns. 
Furthermore, ridesharing’s business model of 
matching consumers with independent service 
providers raises novel legal issues regarding 
whether and to what extent rideshare compa-
nies are legally liable for the actions of the driv-
ers that use their apps. Finally, ridesharing’s de-
pendence on nonprofessional part-time drivers 
confounds the traditional distinction in the 
heavily regulated insurance industry between 
commercial and personal insurance.

Notwithstanding these legitimate concerns 
and questions, the good news is that scare sto-
ries about ridesharing’s safety and insurance 
risks are wildly overblown. Indeed, rideshar-
ing’s cash-free transactions and self-identified 
customers substantially mitigate one of the 
worst risks associated with traditional taxis: 
the risk of violent crime. Meanwhile, Uber’s 
and Lyft’s screening of drivers is comparable 
and in some ways superior to screening of taxi 
drivers, and Uber’s and Lyft’s auto insurance 
policies offer better coverage than that pro-
vided for taxis in some major U.S. cities.

There will be many real and substantive is-
sues to sort out as the rideshare industry con-
tinues to develop. In particular, heavily regu-
lated taxi drivers have a valid point when they 
complain that they have to compete on an un-

level playing field with less regulated rideshare 
companies. But the appropriate response to 
this problem is to rationalize and modernize 
the outdated and heavy-handed restrictions 
on taxis—not to extend those restrictions to 
ridesharing.63 Meanwhile, if rideshare compa-
nies continue to grow, there is a risk that they 
will start flexing their new political muscle to 
protect their own market position and block 
rival newcomers. As far as the future of ride-
sharing is concerned, the biggest risks to con-
sumer welfare come not from safety issues but 
from politics.
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